The mergers are important transactions, not only for the organisations involved but also for many interested parties. The success or the failure of this kind of operations can have significant consequences for the shareholders of an organisation and also for the creditors, employees, competitors and community. The empirical evidence indicate a high failure rate of the mergers in terms of rendering value for the shareholders. Our study has as a goal the analysis of the mergers' impact on the companies' performances from Romania, studying the performance considering the cost effectiveness of the equity (ROE) and the most powerful influence on this is that of the financial leverage.
INTRODUCTION
The diversity of concerns of the partners of a company corresponds to the diversity of analysis criteria of its economical-financial situation. From the investor to the employee, all the economical and social actors examine and analyze the economic and financial performances of the company and also the risks they assume when working with it.
In a general sense, performance means success. However, we cannot talk of performance independently; this requires a representation of the success in view of each user. It is true that performance can be seen in a sense which does not consider the user, that is as a result of an action, its measurement being made by an assessment of the effects achieved.
We intend to opt in our study for the handling performance in terms of users' interests in accounting information. For the entities who continue their normal activities, for which
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A performance is not bad or good. The same performance can be assessed as a good performance if the objective is a modes one or it is a bad performance if the objective is ambitious.
The efficient company is the company that renders value for the shareholders, that satisfies the clients, that takes into consideration the opinion of its employees and that respects the natural environment. Therefore, the shareholder is satisfied because the company has obtained the wanted cost effectiveness, the clients are confident in the future of the company and in the quality of its products and services, the employees are proud of the company they work in and the society enjoys the company's politics regarding the protection of the environment.
The analysis of the performance by means of financial statements includes the analysis of cost effectiveness, solvability, liquidity, the analysis of the intermediary balances of administration, the analysis of the result on action and the analysis of the notes to the financial statements. The economic cost effectiveness measures the payment of the assembly of assets used within the company, being known also under name of cost effectiveness of assets.
The financial cost effectiveness indicates the compensation of the investment made by the owners of a company by their contributions of resources or benefits, which pertain to them, being known also under the name of cost effectiveness of the invested capitals.
Liquidity measures the company's capacity to pay the short term maturing debts and it implies that the rotation of the current assets should be faster than the rotation of the current debts. A company is out of liquidities when it cannot face the maturing debts. Solvability measures the company's ability to generate sufficient money in order to maintain the productive capacity and to discount the short and long term maturing debts. The intermediate management balances includes the indicators: the trading margin, the production of exercise , the operating result , the value added , the gross operating surplus , the operating result , the current result, the extraordinary result and the net result.
The commercial activity of a company is measured by its turnover which reflects the sale of goods for a commercial activity and the production sold by a company.
The value added is the amount of money that the company can use for the remuneration of direct and indirect participants to the economic activity: employees, state, creditors, shareholders and company. The gross operating surplus is the result obtained by the company after the remuneration of the factors of production, the employees and the state. The result of the action is considered by the IFRS the major indicator in the business performance analysis. The result of the action is the unitary result which goes to the shareholders.
The notes to financial statements include all the information needed for making predictions. All we need to do is to know the accounting policies and to be patient enough to analyse the information from the notes to financial statements. Choosing the analysis of these indicators for measuring the company's performance has in view these objectives.
The increased number of M&As raises the question about the outcomes of corporate mergers and acquisitions. A number of studies both, in the economics and strategic management literature, have attempted to identify the impacts of M&As on the financial performance of firms (Aly-Yrkko, 2002).
The impact of M&A on operating performance is measured by comparing accounting measures of profitability before and after the M&A and benchmarking these values to the industry average. Usually, profitability is measured as the profit related to sales or as the return on assets (Aly-Yrkko, 2002).
Profitability comparisons have been used to assess whether M&As create real economic gains. Mueller (1980) reports a large-scale project covering M&As and profitability studies from several countries focusing on the period 1962-1972. Two indicators of profitability are used, namely the return of profit on equity and the rate of profit on total assets. The profits of merging firms are compared to a control group and the industry average during the five years comprising the post-merger period. The results indicate that in France, the Netherlands and Sweden the profitability of merging firms deteriorated, but in the UK the merging firms outperformed the control group.
Healy, Palepu and Ruback (1992) study the operating performance of the largest fifty mergers in the U.S for the period 1979-1984. The results of the study suggest that due to increases in asset productivity, mergers have improved operating cash flow returns. Moreover, profitability improvements are not achieved at the expense of long-run performance, since capital expenditure and R&D rates remained at the industry average level. However, several other studies report negative impacts of mergers on financial performance. Ravenscraft and Scherer (1987) consider a sample of 3,900 lines of business observations and find that merger intensity has a negative effect on profitability. In another study, Ravenscraft and Scherer (1989) report a decline in the financial performance of acquired units seven or eight years following a merger compared to pre-merger levels. Dickerson et al (1997) use a large database including more than 2,900 firms with a minimum of a 10-year time series during the period . Approximately 30 per cent of the companies have data spanning 30 years. The results suggest that acquisitions have a detrimental impact on company performance. Also Harford (1998) finds negative abnormal return over the four-year postacquisition period. Moreover, there are also other studies which indicate that post-merger profitability decreased (Meeks, 1977) and (Cosh, Hughes, Lee and Singh 1989).
The results of most studies in the literature suggest that, on average, the post-merger operating performance weakens. However, accounting data provides an imperfect measure of economic performance because managers can affect accounting numbers. On the other hand, accounting data help identify the sources of real economic gains (Aly-Yrkko, 2002).
Performance is defined as the process of quantifying the efficiency and effectiveness of an action (Neely et al., 1995) . Venkatraman and Ramanujam (1986) argued that performance is the time test of any strategy as it "centres on the use of simple outcome-based financial indicators that are assumed to reflect the fulfilment of the economic goals of the firm". Other academics stated that "organisational performance is achieved by comparing the value that an organisation creates using its productive assets with the value that owners of these assets expect to obtain" (Barney, 2001 ). The choice of performance measure has been a difficult issue facing researchers in the organizational field. There is a dichotomy between the performance metrics used by researchers to assess the outcome of strategic choices. Researchers from the finance disciplines employ objective performance metrics such as share-price movements and accounting data to forecast and evaluate the chosen organizational moves whereas, organizational behaviour and strategic management scholars have relied on subjective performance indicators such as managers' self reports (Schoenberg, 2006). Schoenberg (2006) argued that the variety of alternative performance measurement means that researchers in this field face a dilemma when selecting an appropriate performance variable. King et al. (2004) argued that the inconsistencies in the literature concerning the antecedents of a successful acquisition lie on the fact of the inconsistent use of the available performance measures. Similarly, Kiessling and Harvey (2006) Cochran and Wood (1984) stated that although there is no real consensus on the identity of the proper measure of financial performance, such measures fall into two broad dimensions: stock returns and accounting profits.
To calculate the stock returns, the use of event study research implies that the appropriate measure of performance should reflect changes in shareholder wealth (Tuch and O'Sullivan, 2007) . However, utilizing stock returns as a performance indicator has received criticism. King et al. (2004) argued that stock price perspective studies have had little success in relating the market value of equity gains to improvements in corresponding corporate performance. In order to determine whether success or failure in acquisition bids are from real economic gains or market inefficiencies, share price research has analysed unsuccessful acquisitions (Asquith, 1983; Bradley et al., 1988; Jensen, 1988) .
One major indicator of performance measurement in event studies is the capital asset pricing model (CAPM). The capital asset pricing model (CAPM) has been the primary measurement tool for determining the degree to which acquisitions create economic value (Aly-Yrkko, 2002). This model measures changes in the expected returns and estimate the effect of market variables that increase the financial risk accruing to the acquiring firm (Carper, 1990) . CAPM is an ex-ante measure not ex-post measure (Montgomery and Wilson, 1986), therefore Lubatkin (1983) has suggested that the CAPM has major limitations.
Accounting based measures of firm financial performance are the most popular in the strategic management literature (Barney, 1997) . Accounting based measures include financial indicators such as sales growth, profitability (calculated by ratios such as return on investment, return on sales, return on assets, return on capital employed and return of equity), earnings per share, asset utilisation, growth in sales revenues and so forth (Aly-Yrkko, 2002).
Accounting measures include the average return on assets ratio (ROA) and average return on equity ratio (ROE). These measures allow the comparison of differences in the productivity of assets and owner's equity (Hopkins, 1987) . Though accounting measures have their shortcomings, ROA is one of the more robust accounting-based measures of economic performance (Brealy and Myers, 2003) . ROE, on the other hand, provides an accounting based measure of performance that includes the effects of financial leverage.
Academics employed subjective measures of performance often use regression analysis or structural equation modelling to assess the impact of certain independent variables on post-acquisition performance. Some independent variables found in the literature include the effect of relatedness or combination potential (Buchholtz et Lubatkin et al., 1999) . The most common performance measures found in these studies include financial measures such as accounting profits and stock returns.
INDICATORS THAT INFLUENCE THE PERFORMANCES OF THE COMPANIES THAT MERGED
How can ROE contribute to the development of profitable investments?
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We get profit if we invest in companies that generate more profit than their competitors. Return on equity (ROE) is an indicator that could help in making the difference between the companies that generate profit and those which consume it. On the other hand, ROE doesn't have to be used as the only indicator for measuring a company's performance, because, by all means, only one indicator cannot render the full image of the company.
What is ROE? By measuring how much profit can a company generate from its net assets, ROE offers an image of the company's efficiency. Companies that can generate profit from their actions generally have an advantage on the competitors, an advantage which will transform in higher yields for investors. The relationship between a company's profit and the investor's yield makes this indicator to be very important to analyse and to examine. How should this indicator be interpreted?
ROE indicates if a company is getting profit only from its own resources or if it has to make new capital in mergers. A constantly increasing ROE shows that the company's management offers to the shareholders a higher value for the money they have invested. In other words, this indicator shows how well is the management using the capital provided by the company's shareholders.
However, it is proved the fact that a company cannot increase its profits faster than the current level of ROE without making new capital in mergers. So, a company that now has a 15% ROE cannot increase its profit with more than 15% each year unless it makes a loan or it issues new shares. But, each of these measures has its own cost: while the debts decrease the profit along with its interests, issuing new shares decreases the net profit per share, by increasing the total number of the company's shares.
So, ROE is in fact a speed limit for a company's growth rate, and for this reason the investors often rely on this indicator to find out which is the company's growth rate. The minimum limit of 15% for the ROE is generally a criterion which must be kept in view by those who want to invest in a company.
The financial and economic crisis has spread all over the world, and its effects are difficult to assess. One thing is certain -the fear of tomorrow and its consequences. In this background of uncertainty and unknown, a chance for the commercial societies to consolidate a certain position on the market and to obtain advantages from the point of view of taxation, is given by the reorganisation by merger Some analysts of the business world say that the mergers are condemned to failure and their success contradicts the reality. 80% of the absorbing companies do not render value.
In fact, most mergers prove to be difficult processes, with high risks which finally end by losing sales, clients and above all, some of the valuable people from the organisation. A pragmatic and orderly approach of the merger process increases the chances of success.
The return on equity (ROE) divides the profit by the equity capital. The shareholders' equity capital normally excludes the effect of every fixed asset (goodwill, registered trademark, etc.) and it determines by the deduction of all the obligations and incorporeal assets from the total sum of assets .This rate calculates this way:
The return on equity is often considered as being the most important between costeffectiveness indicators, because it measures the profit that results from the shareholders '
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The rotation speed of circulating assets is an important indicator that characterizes the effectiveness with which the company's circulating assets are being used. The higher is the rotation speed, the lower is the volume of circulating assets needed for the achievement of a certain production or, the production achieved in a limited period of time with the same amount of circulating assets is bigger. It is from here that results the importance of rotation speed acceleration for the growth of general effectiveness of the company's economic activity.
The rotation speed evaluation of the circulating assets is made by the following indicators:
1) The number of rotations: The financial leverage (the general rate of debt ), is also known as "leverage rate" and refers to the total maturity debt ( long, medium and short term) of the company reported to the equity capital. The result must be less than one, a value higher than one represents a high degree debt. A value that overpasses 2.33 represents a high degree debt, and so the society could run the risk of imminent bankruptcy if the result overpasses several times the 2.33 limit.
The formula of calculus is: LF = DT / CPR, where: DT = total debts; CPR = equity capitals.
The profitability of the income expresses the profitability of the business figure and is calculated by the ratio 100 * Re CA x Rv  , where: Vt = the operation effect CA= turnover.
EMPIRICAL ANALYSIS
This work intends to study the established link between variables number which characterizes the financial performance-defined by the return on equity (ROE) -to the companies that have merged (the rotational speed of the circulating assets, the share of the current assets in total assets, the financial lever, the income rate and the company dimension), with the final objective to generate a model of statistic regression in order to analyze what factor has the higher influence on the performance of the company that have merged.
The analyzed hypothesis is the following: there is a significant link between the performance of the companies that have merged and the rotational speed of the circulating assets, the share of the current assets in total assets, the financial lever, the income rate and the company dimension. From annual financial statements of companies that have merged we extracted the following data: net income, equity, turnover, assets, total assets, total liabilities, operating results and number of employees of the company.
The description of the variables involved in the regression model
These data were necessary to calculate the variables selected for analysis The study conducted in Romania, using the corresponding data for the period of 
Source: SPSS Tools
For the methodological approach, it was used the multiple regression model using the statistic tool SPSS 17.0
The regression shows how a variable is dependent on another. The equation of the regression model is as follows: ROE = α + β 1 * Nac + β 2 * Sac + β 3 * LF + β 4 * Rv + β 5 * D + ξ , where: α, β, are regression coefficients; α -ordinate at origin, that shows a variable value Y, when X = 0; β -the right slope. The sign of the parameter β shows the direction of the link between the two variables, for β > 0 the link is direct or positive, for β < 0 the link is reversed or negative, and for β = 0 there is no link. The regression parameter β shows the degree of dependence between variables, respectively how much it increases or decreases the Y at a growing of X variable with a unit; ξ is the random of error variable (residuum).
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The statistic characteristics are called statistic variable or random variables (accidentally). The statistic variable is the statistic characteristic, taking into consideration that in order to change in time and space its own developing level. The level of one statistic variable can differ from one unit to other of a collectivity, because the multitude of factors that action with intensity and in different ways, offering to the statistic variables the random variable character. The value of one random variable occurs in casual situations, with determined probabilities. Thus, the random variable asks not only an ensemble of possible values, but a function that indicates the probability of each possible value.
ROE is the dependent variable. Nac, Sac,LF, Rv, N are independent variables (predictors).
The methodological approach and interpreting the results
In table no. 2 Correlations are presented the Pearson correlation coefficients (Pearson Correlation), the significance value (Sig.) for each coefficient of correlation and the number of studied cases (N). In the table are presented the correlations of each independent variable (predictor) with dependent variable ROE -The return on equity.
It is noticed that the value of the coefficients of correlations on diagonal is equal with 1, because each variable is perfectly correlated with itself.
It is noticed that the most significant link is between ROE and Financial lever (LF).
Between the dependent variable -ROE -and the independent variable -LF -is a strong indirect link, the coefficient value of correlation is equal with -0,716, with a Sig. value less than 0.05. increases when more variables are introduced in model. The including of irrelevant variables takes to the increasing of the standard error, too.
The study has established the correlation between the model variables, by the value of the determination coefficient R 2 = 0.52 (for all the independent variables) shows that 52% from the variation of the company's performance that have merged can be explained by the influence of the independent variables (Nac, Sac, D, LF, Rv). The difference is accounted on other conjectural factors.
Sig. is less than the superior limit accepted of 0.05, showing that the linear model is validated by the value Sig. That means that the risk to fail is less than 5%, between the variables being a strong link. The values of Sig, less than 0.05, suggests that the linear model are more suitable to express correlations between variables. This step of analysis is presented below: (Constant) , The consider of ChT in Vt, financial lever, company dimension, the rotation speed of circulating actives, the consideration of the circulating actives in total actives b. Predictors: (Constant), The consider of ChT in Vt, financial lever, company dimension, the rotation speed of circulating actives, the consideration of the circulating actives in total actives c. Predictors: (Constant), The consider of ChT in Vt, financial lever, company dimension d. Predictors: (Constant), The consider of ChT in Vt, financial lever e. Predictors: (Constant), financial lever f. Dependent Variable: financial positivity rate
Source: SPSS Tools
The value R, the value R 2 adjusted and the standard error show that the best predictor (the independent variable that estimates the best dependent variable) is variable LF -financial lever. The same conclusion is taken from the results in Table ANOVA . The consider of ChT in Vt, financial lever, company dimension, the rotation speed of circulating actives, the consideration of the circulating actives in total actives b. Predictors: (Constant), The consider of ChT in Vt, financial lever, company dimension, the rotation speed of circulating actives, the consideration of the circulating actives in total actives c. Predictors: (Constant), The consider of ChT in Vt, financial lever, company dimension d. Predictors: (Constant), The consider of ChT in Vt, financial lever e. Predictors: (Constant), financial lever f. Dependent Variable: financial positivity rate
If the value of the statistic signification F is low (Sig. is lower than 0.05), then the independent variables explains the variation of the dependent variable. The lowest value of Sig. corresponds to the model and explains the variation of ROE depending on LF -financial lever.
In the Table no. 6, the regression coefficients, in the first part appear the regression coefficients of the standard errors, the statistics value tested for each coefficient, as well as the value Sig. and the collinearity statistics, the tolerance and the variance inflation factor -VIF.
Collinearity expresses the existence of a strong correlation between independent variables. Thus, it is calculated the statistic tolerance, considering only independent variables, the dependent variable is excluded from the model.
The tolerance of each variable X i is calculated according to the relation:
The tolerance = 1 -R VIF is the tolerance converse. The tolerance can take values from 0 to 1. The lower the tolerance is, closer to zero, more the independent variable X i is explained by a linear combination of the other independent variables. Thus, the explanation of dependent variable by this variable can be considered with less accuracy. The model shows the influence of the rotation speed of circulating actives, the consider of circulating actives in total actives, the financial lever, the financial positivity rate, and company dimension upon entities performances that have merged (ROE). From the presented model some ideas are highlighted:  If we maintain constant: the weight of circulating assets in total assets, financial lever, the financial positivity rate and the company dimension, a percentual increasing of rotation speed of circulating actives leads to decreasing the performance of the companies that have merged in average with 0.50 %;  If we maintain constant: the rotation of speed of circulating assets, financial lever, the financial positivity rate and the company dimension, a percentual increasing of considering the circulating actives in total actives leads to increasing the performance of the companies that have merged in average with 0.003 %;  If we maintain constant: the weight of circulating assets in total assets, the rotation of speed of circulating assets, financial lever, the financial positivity rate and the company dimension, a percentual increasing of financial lever leads to decreasing the performance of the companies that have merged in average with 0.213 %;  If we maintain constant: the consider of circulating assets in total assets, the rotation of speed of circulating assets, financial lever, the financial positivity rate and the company dimension, a percentual increasing of company dimension leads to increasing the performance of the companies that have merged in average with 0.237 %;
 If we maintain constant: the consider of circulating actives in total actives, the rotation of speed of circulating actives, financial lever, the financial positivity rate and the company dimension, a percentual increasing of financial positivity rate leads to increasing the performance of the companies that have merged in average with 6.918 %.
Collinearity Diagnostics means the analysis of the results from the table no. 7 Collinearity Diagnostics. Eigenvalue gives an indication of the number of links that exist between the independent variables. When more eigenvalues are close to de zero, the variables are strongly intercorrelated.
The correlation clues are calculated as the square root of the ratio between the highest eigenvalue and eigenvalue of each dimension. A clue higher than 15 shows a possible problem of collinearity, and a value higher than 30 shows serious problems of collinearity. These situations and not presented in this analysis, and it results that there is a strong correlation between independent variables. Statistical test t and value Sig. are used for hypothesis testing of null regarding the regression coefficients, which means the hypothesis that between the dependent variable and independent variable is no significant link.
Thus, there are mentioned really high values of Sig. (comparatively with 0.05), and gives the credit to reject the null hypothesis, the non-existence of a significant link between dependent variable-ROE and independent variables -Sac, Nac, D, LF, Rv. Taking into account the required hypothesis in the regression analysis (errors are normally distributed, with zero average, the errors have constant variation, errors are independent one with another) can be verified graphically using the diagrams P-P plot and Scatterplot and Histogram.
CONCLUSIONS
Although there are opinions (Harford, 1998 Depending on the time when considering the operation of mergers and acquisitions, results may vary due the intrinsic characteristics of the economic environment that carry out the analysis.
Merger waves seem to coincide with economic booms (Mueller 1989) . By definition during the booms economy enjoys a rapid growth rate.
It seems that merger waves coincided with big changes in environment and technology. New means of transportation and communications and energy production have been utilised. For example, the first merger wave accompanied major changes in economic infrastructure and business environment. Railroads were completed and use of electricity and coal was become common. Also the second wave coincided with big changes in infrastructure. Major developments in transportation, communication and merchandising have been emphasised to be the main motivational factors behind the restructuring during the second wave (Markham 1955 , Weston, Chung, Siu, 1990 . Broaddus (1998) suggests that the most important force behind banks' consolidation in 1990s is the development of communications and data processing technology.
Cost savings achieved by utilising this latest technology increase when the size of company increases.
Also political decisions impact on M&As and also other kind of restructuring. Forming free trade areas, such as NAFTA and EU, changes the business environment in member states. New competitors come into market leading to a fiercer competition. Moreover, deregulation of financial market has positively impacted on mergers and acquisition.
Restrictions in foreign ownership have been liberalised that has lead to the growing number of cross-border deals. However, in some cases political decisions might decrease the M&A activity. Antitrust authorities are able to block deals that are assumed to lead a significant reduction in competition. However, it is not always easy to define what is a relevant market area to be considered from the competition's point of view.
After doing the regression analysis, one may observe that there is a significant bound between the dependent variable and the independent variables. More exactly, our study emphasises the fact that the companies' performance that have merged defined by the rate of financial profitability (ROE) was partly influenced by the financial leverage (LF). Because the bound between ROE and LF is indirect, one may conclude that the higher the companies' performance is, the lower the debt rate becomes.
All these considered, here comes a dilemma: if the debt has an unfavourable influence on the rate of financial profitability, why shouldn't we stop using it as a financing means?
The answer is that the debt rate must be a balance value. Despite the risk it induces, the debt represents a very flexible financing means of certain operations concerning the operational activity .The interests paid for the loans are deductible for the determination of the chargeable profit , while the dividends paid for the shares aren't deductible. Also, due to the fact that, generally, the loans generate fixed expenses concerning the interests, they reduce the financing costs and create a situation in which the leverage effect may be used in the company's advantage. So, if the company reaches a profitability of the assets higher than the costs concerning the interests, on the whole, it obtains profit. However, the company is running the risk of not reaching a profitability of assets at least equal to the costs related to these ones, this way generating a loss.
The study made on the 31 absorbing companies led to the conclusion that these companies' performance has decreased after the merger. So, the medium and short term effect of the merger on the absorbing companies hasn't been the expected one. A possible explanation might be that there were absorbed companies with a high degree debt or that the loan was made after the merger. So, before making the decision of absorbing a company, it is important to follow the level of the financial profitability rate. The minimum limit of 15% for the ROE indicator is, normally, a criterion which must be taken into account by those who want to invest in a company or to absorb it by merger. 
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